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President-elect Vicente Fox has pledged to double the amount of money spent by the federal
government on anti- poverty programs. Fox said that the annual budgets presented by his
administration would allocate 2% of GDP for anti- poverty programs. "The challenges are very
clear, and because of that I reiterate my pledge to place a high priority on human and social
development," Fox said following a meeting with Social Development Secretary Carlos Jarque. "Our
government will be highly engaged with the marginalized, the poorest of the poor, and those who
lack opportunities."
Fox's economic advisors have proposed paying for the increased expenditures in social programs in
part by imposing a small value-added tax (impuesto al valor agregado, IVA) on food and medicine.
These items are currently exempt from IVA. The proposal to tax food and medicine is meeting
strong opposition from the Partido Revolucionario Institucional (PRI), the Partido de la Revolucion
Democratica (PRD), and a variety of business groups that claim the measure is regressive. "This plan
amounts to giving a swift kick to the poor," said a statement from the PRD legislative delegation.
But economic advisor Eduardo Sojo promised that the plan would not be implemented unless
the Fox administration can create mechanisms to protect the poor and the middle classes. "The
current model benefits the wealthiest sectors," he said. Fox's pledge to dedicate 2% of Mexico's
GDP to social programs is only part of his overall plan to promote development in Mexico. He has
also targeted a 7% annual GDP growth, which he said is needed to create the jobs required by the
Mexican population.
The Consejo Nacional de Poblacion (CONAPO) recently estimated that about 1.2 million Mexicans
enter the economically active population (EAP) each year. This means that the government will have
to create at least 11 million additional jobs during the next decade, CONAPO said.

Critics say Fox must address root causes of poverty
But some detractors say the steps presented by Fox are insufficient to meet the needs of Mexico's
rapidly growing population. "The government must address the structural causes of poverty, such
as unemployment, the decline in purchasing power, and the regressive distribution of income," said
Juan Pablo Arroyo, president of the Colegio de Economistas. "This task will require developing new
and better proposals."
In a study published in late July, economists at the Universidad Nacional Autonoma de Mexico
(UNAM) said the purchasing power of Mexicans has eroded by more than 75% during the past
13 years. The study blamed the decline in part on the practice of successive PRI governments to
negotiate anti-inflation agreements with allies in the business and labor sectors. The report said
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problems of unemployment and underemployment are worse among the most vulnerable sectors.
"Close to 50% of the country's indigenous population works more than 10 hours daily in exchange
for only 20 pesos (US$2.13)," the report said.
The report noted similar trends among youth and retirees. "More than 3.5 million minors work in
marginal jobs, and 40% of low-income retirees are forced to survive on 1,178 pesos monthly (US
$125.85)," the report said. The economists said the proposals presented by Fox and his advisors have
thus far provided little evidence of a major commitment to eradicate the root causes of poverty.
"The majority of the people voted against the anti-popular policies of the PRI, which was unable to
resolve problems and conflicts," the report said. "With Vicente Fox in the presidency, this scenario
doesn't appear likely to improve."
The amount Fox has proposed for social programs, the equivalent of 2% of GDP, would translate
to only about 10 billion pesos (US$1.07 billion). At present, the Mexican government spends only
1 peso (US$0.10) on social programs for each poor person living in the country, private economist
Genaro Aguilar told the daily newspaper La Jornada.

Number of poor in Mexico increases to 43 million
The rate of poverty in Mexico has worsened during the past 10 years. Mexico now has 43 million
poor persons, compared with 39 million in 1990, according to a recent report from the UN's Food
and Agriculture Organization (FAO). A more telling figure is the number of Mexicans suffering from
extreme poverty. One recent estimate by the Fundacion Mexicana para Desarrollo Rural suggests
that 17 million of the 26 million Mexicans who live in rural communities are extremely poor.
While the more extreme poverty can be found in rural areas, researchers are beginning to notice
an increase in malnutrition in almost two-thirds of Mexico's cities and towns. A study published
by the Instituto Nacional de Nutricion Salvador Zubiran in mid-July said poor management of
social-assistance programs like Progresa means that benefits fail to reach residents of central
and southern cities. Some labor organizations accuse President Ernesto Zedillo's administration
of having contributed to the growth in poverty by reducing expenditures for food and nutrition
programs.
The independent organizations Frente Autentico de Trabajadores (FAT) and the Consejo Nacional
de Trabajadores (CNT) say government cutbacks have left more than 3.9 million Mexicans without
access to tortillas, milk, school breakfasts, and other basic programs. The FAT and the CNT said,
for example, that the number of individuals who benefit from the government's subsidized milk
program has fallen to 4.2 million this year, compared with 5.4 million in 1998 and 6.6 million in 1992.
The situation is similar for tortillas. In 1997, the government allocated 486.6 million pesos (US$51.9
million) in direct subsidies for tortillas.
By 1999, the subsidy program was eliminated and replaced with a more restricted and targeted
program (see SourceMex, 1999-01-06, 1999-09-01). Other international organizations have noted
the deterioration in the quality of life for many Mexicans. A report released in June by the UN
Development Program (UNDP) said Mexico now ranks 55th among countries listed in the index of
human development, down from 50th in 1998.
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The report said per capita GDP for Mexicans has declined by 8% over the past three years. The
policies implemented by the PRI governments of Zedillo and his predecessors Miguel de la Madrid
(1982-1988) and Carlos Salinas de Gortari (1988-1994) have also tended to promote inequitable
distribution of wealth.
In a report published in April, the federal statistics agency (Insitituto Nacional de Estadisticas,
Geografia e Informatica, INEGI) said the wealthiest 10% of individuals and families in Mexico
control 38.1% of Mexico's total wealth, while the poorest 60% account for 25.5%.
Enrique Quintana, a business columnist for the Mexico City daily newspaper Reforma, said the
growth in the gap between the rich and the poor was a direct byproduct of globalization and
economic modernization. "The greatest inequality reflected in the official figures is not the historic
inequality that civil servants blame on the populism of past times but rather a new inequality
produced by economic events of current years," said Quintana.

Population growth a factor
In addition to increasing poverty rates, Mexico must contend with a growing population and all the
accompanying problems such as a shortage of housing and increased pressure on infrastructure.
In its latest report, CONAPO said Mexico's population growth has slowed to about 1.6% annually
from 3.4% per year in the 1970s. But even this slowdown will not prevent the population explosion
projected for the next several decades. CONAPO said the population is expected to swell from the
current 100 million to 112 million by 2010 and 132 million by 2050.
An INEGI report published in mid-July said the population growth will require that Mexico
construct 800,000 new homes per year to meet the housing demand. The population growth is
expected to continue to bring migration to Mexico City and surrounding cities, creating a huge
metropolitan area in the center of Mexico by 2050, said Colegio de Mexico researcher Gustavo
Garza. He said 35 million Mexicans will inhabit this metropolitan area, which will absorb the cities
of Toluca, Puebla, Cuautla, Cuernavaca, and Queretaro.
Garza said the government must be prepared to provide adequate transportation, water, electricity,
sewerage, telephones, and other services for the 35 million Mexicans who will inhabit the
megalopolis. "If appropriate actions are not taken to ease shortages in urban infrastructure, it will
be very difficult to live in the Valley of Mexico," said Garza, referring to Mexico City and nearby
communities.
Other communities in Mexico are expected to face similar problems, albeit on a smaller scale. "The
viability of cities like Monterrey, Tijuana, and Leon will be compromised by the future availability of
water," said CONAPO secretary-general Rodolfo Tuiran.

Migrants escape poverty
Another effect of the continuing population growth and lack of jobs in Mexico is emigration to
the US. The latest unofficial estimate from the US Immigration and Naturalization Service (INS),
compiled in 1996, showed some 150,000 Mexicans each year cross the border into the US without
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proper documents. The large influx of undocumented workers has increased tensions between the
US and Mexico.
A crackdown by US immigration authorities at traditional border points has caused undocumented
immigrants to attempt to cross at more treacherous locations. This has increased the number
of deaths among undocumented workers by between 30% and 40% in the past two years (see
SourceMex, 1999-09-01).
During his electoral campaign and in the weeks following his election, Fox proposed that the US
and Mexico work toward creating an open border. For the near term, Fox advocated a guest-worker
program through which the US would grant 250,000 work visas to Mexicans. But officials for US
President Bill Clinton say this plan, which would require congressional action, is likely to be turned
down.
The INS has already come out in opposition to the Fox plan. Such a program, said INS spokesman
Daniel Kane, would "deprive legal US workers of job opportunities and depress wages and
working conditions for US workers." [Note: Peso- dollar conversions in this article are based on
the Interbank rate in effect on July 26, reported at 9.36 pesos per US$1.00] (Sources: Notimex,
07/08/00; El Economista, 07/21/00; Reuters, 04/24/00, 07/09/00; The News, 07/12/00; The Washington
Post, 07/20/00; El Universal, 02/09/00, 07/14/00, 07/21/00, 07/25/00, 07/26/00; La Jornada, 04/04/00,
04/07/00, 06/29/00, 07/21/00, 07/26/00; El Financiero, 04/12/00, 06/27/00, 07/21/00, 07/26/00; Reforma,
05/24/00, 06/30/00, 07/20/00, 07/21/00, 07/26/00; Excelsior, 07/10/00, 07/11/00, 07/20/00, 07/21/00,
07/24-26/00;Novedades, 07/20/00, 07/21/00, 07/26/00)
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